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PIK CERTIFICATES AND CATTLE FEEDING 
1 
Donald L. Peterson 
Department o f  Economics 
\ BEEF REPORT / CATTLE 87-18 
The current  Acreage Reduction Program has more benef i ts  t o  the l ivestock producer than any o f  the e a r l i e r  
farm programs. I t  cur ren t l y  al lows producers t o  obta in homegrown corn and sorghum a t  costs below the cost of 
product ion by covering the d i f fe rence  between the target p r i c e  and the loan r a t e  or the average market pr ice, 
whichever i s  higher. However, t o  obta in the benef i ts  of the program, the producer must have a good understanding 
of the program and know how t o  ca lcu la te  the m a x i m  ( m i n i m )  premiums t o  be o f fe red  (asked) f o r  c e r t i f i c a t e s  t o  
be traded. I t  a lso requires tha t  the user know the re la t ionships among the loan rate, posted county p r i c e  and 
Local f l a t  cash price. I t  a lso means keeping an eye on the PCP and being ready t o  move when i t  i s  favorable. 
In t roduc t ion  
Of a l l  the  g o v e r m n t  programs designed f o r  reducing feed g r a i n  product ion i n  the past 30 years, none have 
allowed the l i ves tock  producer t o  enjoy the bene f i t s  of the program as mrch as the use o f  PIK c e r t i f i c a t e s .  I t  i s  
the purpose of t h i s  paper t o  expla in  some o f  the provisions of the 1985 Food Secur i ty  Act and how a c a t t l e  feeder 
can use these t o  h i s  benef i t .  
The idea of Generic Cer t i f i ca tes ,  comnonly ca l led  PIK c e r t i f i c a t e s ,  was introduced i n  1986 as a way of paying 
farmers f o r  p a r t i c i p a t i n g  i n  the government's Acreage Reduction Program CARP). They are now being used f o r  other 
payments as wel l ,  such as Conservation Reserve Program (CRP), d isaster  payments and Export Enhancement Program 
(EEP). 
Previous farm programs were designed t o  ra ise  the income of g ra in  producers by reducing the stocks avai lab le 
t o  the market and thereby increasing the market pr ice. A t  best t h i s  was neu t ra l  t o  l i ves tock  producers and, i n  
most cases, ra ised the cost of feeding Livestock through higher feed prices. The current program i s  designed t o  
provide increased income t o  g ra in  producers whi le  a t  the same time lowering the market p r i c e  of feed grain. I t  
f requent ly  al lows feeders t o  buy g ra in  a t  pr ices below the loan rate, which was f requent ly  near the minimum market 
p r i c e  w i th  previous programs. 
Using C e r t i f i c a t e s  
The way l i ves tock  producers obta in farm program benef i ts  i s  t o  buy feed from the government a t  a p r i c e  below 
the loan r a t e  and o f ten  below the cash market pr ice. The feeder can, i n  effect,  s e l l  h i s  corn t o  the government 
a t  the loan r a t e  and then buy i t  back using PIK c e r t i f i c a t e s  at  the posted county p r i c e  (PCP) which i s  a lso known 
as the redemption pr ice.  The way f o r  a l ivestock feeder t o  maximize h i s  re tu rn  i n  t h i s  maneuver i s  t o  buy back a t  
the lowest PCP. Because the PCP i s  h igh ly  corre la ted wi th  the cash price, the best time t o  redeem corn w i l l  
l i k e l y  be dur ing the harvest period. Thus, fo r  the l ivestock farmer, the most l i k e l y  time t o  use c e r t i f i c a t e s  
w i l l  be imnediately a f t e r  tak ing out a loan on h i s  g ra in  a t  harvest. However, t h i s  program i s  con t ro l led  by 
government o f f i c i a l s  and they may have object ives i n  mind which may increase or decrease the frequency of 
p r o f i t a b l e  oppor tun i t ies or move them t o  other seasons. This means c a t t l e  feeders need t o  keep a constant eye on 
the PCP and Local f l a t  cash pr ices and be ready t o  move when they are i n  h i s  favor. 
To i l l u s t r a t e  how c e r t i f i c a t e s  can be used, suppose the going f l a t  cash p r i c e  o f  corn a t  the loca l  elevator 
i s  $1.36 per bushel, the Comnodity Credi t  Corporation (CCC) loan r a t e  i s  $1.63, the posted county p r i c e  o f  81 -20, 
and the cost of product ion i s  $2.75 per bushel. F i r s t ,  l e t ' s  Look a t  a producer who does not p a r t i c i p a t e  i n  the 
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ARP. His cost o f  corn i s  $2.75 uhich i s  greater than what he can get f o r  i t  i n  the market. Thus, he w i l l  need t o  
charge h i s  feeding operat ion $2.75 per bushel t o  cover h i s  cost of r a i s i n g  corn, making h i s  cost of corn f o r  feed 
$2.75 per bushel. 
The producer p a r t i c i p a t i n g  i n  the ARP can put the corn under loan and obta in $1.63 and then redeem the corn 
w i th  c e r t i f i c a t e s .  The cost o f  redeeming the corn i s  the posted county p r i c e  o r  81.20. So, i n  e f f e c t  he can s e l l  
h i s  corn t o  the CCC a t  $1.63 and then buy i t  back f o r  $1.20, p ick ing  up 43 cents on the transact ions. Since the 
corn i s  now a purchased feed, i t s  cost i s  $1.20. One shou1.d keep i n  mind, however, tha t  i t  can s t i l l  be so ld  on 
the cash market a t  $1.36. The wise c a t t l e  feeder w i l l  feed the corn only  i f  he can get more than $1.36 by 
marketing h i s  corn through h i s  c a t t l e .  I f  the corn i s  redeemed with a purchased c e r t i f i c a t e ,  the cost of the corn 
i s  the value pa id  f o r  the c e r t i f i c a t e .  I f  the c e r t i f i c a t e  above was purchased a t  a premium o f  110% o f  face value, 
the corn would have a cost o f  $1.32 per bushel ($1.20 x 1.10 = $1.32). The d i f fe rence  between the cost o f  
product ion and the loan rate, uhich i s  81.12, i s  covered by the "def ic iency payment" uhen p a r t i c i p a t i n g  i n  the ARP 
and should not  be charged against the Livestock enterprise. I n  add i t i on  t o  the loan and redemption p r o f i t s ,  he i s  
e n t i t l e d  t o  a def ic iency payment. This i s  the d i f fe rence  between the target  pr ice,  which approximates the cost o f  
production, and the higher o f  the loan r a t e  o r  the market pr ice. 
A change i n  USDA p o l i c y  i n  August 1987 makes the above process more secure f o r  the c a t t l e  feeder. Corn 
producers can now lalock in "  the PCP on the day they apply f o r  a comnodity Loan. This protects  the PCP dur ing the 
per iod o f  t ime i t  takes f o r  the CCC t o  conduct a l e i n  search on the corn. Before the p o l i c y  change, the producer 
had t o  wait  f o r  a l e i n  search t o  be completed and the loan granted before the corn could be redeemed. I n  the 
meantime the PCP could move higher, increasing the cost of redeeming the corn. With the p o l i c y  change, pr ices can 
be locked i n  and the r i s k  o f  po ten t ia l  loss (or po ten t ia l  benef i t )  due t o  p r i c e  changes i s  eliminated. Once a 
producer locks i n  a PCP, he i s  ob l igated t o  fo l low through. A f a i l u r e  t o  take out the loan and then redeem i t  
u i l l  r e s u l t  i n  damages payable t o  the CCC equal t o  the d i f ference between the loan r a t e  and the PCP, uhich was the 
expected p r o f i t  on the day the agreement was made. 
Another p rov is ion  tha t  helps the c a t t l e  producer i s  that  wet corn can be put under loan. This means tha t  the 
producer who puts  wet corn i n  the s i l o  o r  i n  a i r - t i g h t  storage can obta in a loan from the CCC. He must redeem the 
corn imnediately wi th  c e r t i f i c a t e s  o r  subs t i tu te  d r y  nunber 2 corn i n  i t s  place. I f  i t  i s  redeemed with 
c e r t i f i c a t e s ,  he p icks up the d i f fe rence  between the loan r a t e  and the PCP, assuming the value o f  the c e r t i f i c a t e  
a t  100%. I f  s u b s t i t u t i o n  i s  used, the bene f i t  i s  the di f ference betueen the Loan r a t e  and the market p r i c e  of 
corn given i n  place o f  the wet corn. The producer using t h i s  "wet cornlo p rov is ion  rmst prove the actual  amount of 
wet g ra in  ava i lab le  f o r  Loan. This can be done by using a CCC approved f a c i l i t y ,  c e r t i f i e d  scale t i c k e t s  or have 
an ASCS o f f i c i a l  measure it. Any measuring by the ASCS w i l l  be done a t  the farmer's expense. The amount of wet 
corn w i l l  be converted t o  d ry  corn basis fo r  determining the amount o f  the loan. 
I f  d r y  corn i s  subst i tuted, f ree  stocks of e l i g i b l e  q u a l i t y  r u s t  be used. They may have been under loan 
e a r l i e r  and PIKed back from the CCC. However, any g r a i n  tha t  has been subst i tu ted can not be redeemed wi th  
c e r t i f i c a t e s .  I t can on ly  be redeemed wi th  cash o r  f o r f e i t e d  t o  the CCC. Thus, by using subst i tu t ion,  a producer 
u i l l  be o b l i g a t i n g  h i s  storage f a c i l i t i e s  f o r  the term o f  the loan. 
The C e r t i f i c a t e  Market -
When us ing c e r t i f i c a t e s  t o  redeem needed corn, i t  may be necessary t o  buy them. I n  other s i tuat ions,  i t  may 
be more p r o f i t a b l e  t o  s e l l  them. It a l l  depends on the market condit ions a t  the t ime the decis ion i s  t o  be made. 
Therefore, i t  i s  necessary t o  know how t o  ca lcu late t h e i r  value i n  use as u e l l  as know t h e i r  market value. 
C e r t i f i c a t e s  are traded a t  a premium expressed as a percentage o f  face value such as 107%. This means a 
$1000 c e r t i f i c a t e  would s e l l  a t  $1070. C e r t i f i c a t e  values change da i l y .  (The going values are ava i lab le  d a i l y  i n  
the MARKETS program on AGNET f o r  15 East River South Dakota markets.) Their value f luc tua tes  w i th  the number o f  
c e r t i f i c a t e s  ava i lab le  and the p r o f i t a b i l i t y  o f  PIK-and-ro l l .  "PIK-and-ro l l "  re fe rs  t o  the process o f  using 
generic c e r t i f i c a t e s  t o  redeem a c m o d i t y  under loan and then s e l l i n g  i t  imnediately i n  the cash market. 
llPIK-and-holdll r e f e r s  t o  redeeming a c m o d i t y  and then hold ing i t  fo r  sa le or use Later. Generally, people 
engaged i n  P IK-and- ro l l  t r y  t o  redeem t h e i r  g r a i n  and s e l l  i t  on the cash market the same day. They are 
in terested i n  maximizing the d i f fe rence  between the PCP and the loca l  f l a t  cash pr ice.  PIK-and-hold maneuvers 
occur when the PCP i s  considered Low and the producer i s  expecting an increase i n  the f l a t  cash pr ices.  The 
p rac t i ce  here i s  t o  redeem the g r a i n  and then hold i t  f o r  more favorable cash prices. Thus, the person using 
PIK-and-hold genera l ly  i s  speculat ing i n  the cash market. 
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The Livestock producer should be viewing h i s  redemption process as buying feed and therefore seek a Lou PCP. 
Because of the d i f f e r e n t  goals o f  d i f f e r e n t  users of c e r t i f i c a t e s ,  i t  i s  possible t o  have both Lou c e r t i f i c a t e  
premiums and a Lou PCP. When and i f  t h i s  occurs, i t  i s  ideal  for  the c a t t l e  feeder needing t o  redeem more corn. 
o f  course, there i s  no guarantee that  t h i s  u i l l  be the case. During t h i s  past year f l uc tua t ions  have been wide 
enough t o  make i t  p r o f i t a b l e  f o r  those needing c e r t i f i c a t e s  t o  buy them uhen premiums were Lou and hold them u n t i l  
needed. Because the ASCS u i l l  buy back untraded c e r t i f i c a t e s  a t  face value dur ing the Last 90 days o f  t h e i r  
Lives, i t  has establ ished a f l o o r  under c e r t i f i c a t e  values a t  100%. Also, supporting the Lou end are those who 
w i l l  buy them f o r  speculat ion on the bet that  t h e i r  values w i l l  increase. 
Buying C e r t i f i c a t e s  
C a t t l e  feeders need t o  know how much they can af ford t o  pay f o r  a c e r t i f i c a t e  t o  avoid making c o s t l y  
mistakes. One th ing  i n  t h e i r  favor i s  that  they can usual ly  pay more than a g r a i n  farmer seeking t o  redeem a 
comnodity f o r  sa le i n  the cash market. To determine the maximum value that  can be pa id  f o r  a c e r t i f i c a t e ,  f i r s t  
determine the p r i c e  o f  the next best source o f  corn and d iv ide  i t  by the PCP. This next best source w i l l  usual ly  
be the cash market but may be the cash redemption p r i c e  f o r  corn. I f  the next best source i s  t o  buy i n  the cash 
market, then the cost o f  the corn del ivered t o  the farm d iv ided by the PCP w i l l  g i ve  the maximum premium that  can 
be pa id  f o r  a c e r t i f i c a t e  t o  redeem the corn under Loan. This same value w i l l  be the minimum premium that  should 
be demanded f o r  any c e r t i f i c a t e s  put up f o r  sale. Note: i f  there are any other costs i n  a d d i t i o n  t o  the p r i c e  o f  
the corn, such as out-charges a t  the elevator o r  trucking, these should be added t o  the p r i c e  pa id  f o r  the corn 
before d i v i d i n g  by the PCP. 
For the sake o f  i l l u s t r a t i o n ,  Let 's continue wi th  the example on page 1. Suppose a feeder needs another 5000 
bushels of corn f o r  h i s  c a t t l e  and he i s  considering the fo l lowing three opt ions ( i n  add i t i on  t o  redeeming h i s  
corn under Loan w i th  c e r t i f i c a t e s ) :  (1) pay o f f  the CCC Loan wi th  cash, (2) buy the needed corn a t  the loca l  
e levator  and (3) buy corn from h i s  neighbor a t  the going cash pr ice.  Assme tha t  1 1  cents o f  i n t e r e s t  has accrued 
t o  the CCC Loan. Therefore, i f  he chooses t o  redeem tha t  corn wi th  cash, the in te res t  must be paid, b r ing ing  the 
cash redemption p r i c e  t o  $1.74 (81.63 + 8.11). The f l a t  cash p r i c e  a t  the Local elevator i s  $1.36, but there i s  a 
15-cent out-charge and 6 cents f r e i g h t  t o  the feedlot.  This br ings the p r i c e  t o  81.57, which i s  b e t t e r  than 
redeeming the Loan w i th  cash. A t h i r d  a l t e r n a t i v e  i s  t o  buy corn from a neighbor a t  the Local f l a t  cash p r i ce  
p lus t ruck ing o f  6 cents and 5 cents addi t ional  Labor f o r  a t o t a l  o f  81.47. Obviously buying from the neighbor i s  
the Lowest p r i ced  o f  these three a l tsrnat ives.  
To determine the maximum p r i c e  you can pay f o r  a c e r t i f i c a t e  t o  redeem your corn under Loan, d i v i d e  the cash 
p r i c e  t o  be pa id  ($1.47) by the PCP ($1.20) which i s  equivalent t o  122.5%. Thus, the most you should pay f o r  the 
$6000 worth o f  c e r t i f i c a t e s  needed t o  redeem the 5000 bushels i s  $7350 ($6,000 x 1.225 = $7350). I f  the premium 
i s  greater than 122.5%, the buyer would be ahead t o  buy the needed corn from h i s  neighbor and Leave the sealed 
corn i n  storage, f o r f e i t i n g  i t  t o  the CCC i f  necessary. To sunnarize: 
Cash redemption o f  Loan: $1.63 + - 1 1  = $1.74 
Buy a t  elevator:  $1.36 + .15 + .06 = $1.57 
Buy from neighbor: $1.36 + .06 + .05 = $1.47 
1.47 
Maximum c e r t i f i c a t e  value: - x 100% = 122.5% 
1.20 
C e r t i f i c a t e  value needed t o  redeem 5000 bushels: $1.20 x 5000 = 86000 
Maximum t o t a l  value pa id  f o r  86000 face value o f  c e r t i f i c a t e s :  86000 x 1.225 = $7350 
Suppose the same condi t ions e x i s t  as i n  the example above except the p o s s i b i l i t y  o f  buying from a neighbor i s  
out. Now, the next best a l t e r n a t i v e  i s  t o  buy from the Local elevator.  This u i l l  cost 81.57 del ivered t o  the 
farm. The maximum value that  can be pa id  f o r  a c e r t i f i c a t e  i s  now 81.57 div ided by 81.20 or  130.8% of face value. 
The same analys is  appl ies t o  redeeming the sealed corn wi th  cash. Redeeming corn wi th  cash requires that  the 
Loan be pa id  p lus in te res t .  When c e r t i f i c a t e s  are used, the in te res t  i s  forgiven, so uhen evaluat ing t h i s  
a l te rna t i ve ,  accrued in te res t  must be added t o  the Loan value before d i v i d i n g  by the PCP. 
I t  may be poss ib le  t h i s  crop year (1987-88) f o r  the PCP t o  r i s e  above the Loan r a t e  p lus  in te res t .  I f  i t  
does, then i t  w i l l  be cheaper t o  redeem wi th  cash and s e l l  any c e r t i f i c a t e s  you may be holding. This condi t ion 
ex is ted much o f  the sumner o f  1987 f o r  soybeans and oats. The p r o b a b i l i t y  o f  t h i s  occurr ing i n  the corn and 
sorghum markets i s  not very high but not impossible. 
I n  a l l  o f  the above examples, i t  was assuned that  the f l a t  cash p r i c e  and the cash redemption p r i c e  were 
above posted county pr ice.  This need not be so. I f  the f l a t  cash p r i c e  p lus the out-charges and f r e i g h t  are below 
the PCP, then i t  i s  cheaper t o  buy i n  the Local cash market. I f  t h i s  cond i t i on  i s  caused by an abnormally high 
PCP, then i t  may pay t o  wait  f o r  i t  t o  re tu rn  t o  a normal level .  I f ,  on the other hand, i t  i s  due t o  an 
abnormally low cash pr ice,  i t  may be wise t o  take advantage of the cash p r i c e  and then PIK and r o l l  the sealed 
corn uhen p r i c e  re la t ionsh ips  change. The same reasoning w i l l  apply t o  a condi t ion when the PCP i s  above the cash 
redemption pr ice.  I n  e i t h e r  case, examine the s i t u a t i o n  c a r e f u l l y  and move on what appears t o  be the most 
p ro f i tab le .  
Some Tax Impl icat ions --
After  a great amount o f  confusion, hopefu l ly  the tax impl icat ions regarding c e r t i f i c a t e s  i s  now set t led.  The 
confusion was on ly  f o r  those farmers who elected t o  t r e a t  CCC loans as Loans. Those who declared loans as income 
when received were not caught up i n  the confusion. 
As word o f  background, on March 2, 1987, the IRS issued a re t roac t i ve  r u l i n g  s t a t i n g  that  any comnodity under 
loan which was redeemed w i th  c e r t i f i c a t e s  was t o  be considered llsold'l a t  the t ime i t  was redeemed and the amount 
o f  the sale, which would be the same as the loan rate, was t o  be considered as gain a t  tha t  time. Then, when the 
comnodity was a c t u a l l y  sold, the s e l l e r  would have gain equal t o  the d i f fe rence  between the redemption p r i c e  (PCP) 
and the cash p r i c e  received. For Livestock feeders, t h i s  meant that  the value of the corn fed would be a tax 
deduct ib le  expense when the c a t t l e  are sold. Consequently, thousands o f  farmers f i l e d  erroneous tax statements 
p r i o r  t o  the ru l ing .  
On October 13, 1987, a f t e r  much Congressional pressure, the IRS revoked t h i s  r u l e  and issued a new one i n  i t s  
place. With the new ru l ing ,  a farmer i s  taxed on the d i f fe rence  between the loan r a t e  and the PCP a t  the time he 
redeems the comnodity w i th  c e r t i f i c a t e s .  He then must c la im the t o t a l  amount o f  the sa le as gain when the 
comnodity i s  sold. For the c a t t l e  feeder, t h i s  means he can not deduct the value of the corn fed as a cost when 
the c a t t l e  are sold, but  i t  a lso means he does not pay income tax on the corn when i t  i s  redeemed. Thus, i t  i s  
the same as would be the case i f  he d i d  not p a r t i c i p a t e  i n  the government program. So as th ings stand a t  the time 
o f  t h i s  wr i t ing,  the farmer who t r e a t s  CCC loans as loans has the fo l lowing condit ions: (1)  generic c e r t i f i c a t e s  
are considered income i n  the year received, (2)  when a comnodity under Loan i s  redeemed wi th  c e r t i f i c a t e s ,  the 
taxable income i s  the d i f fe rence  between the loan r a t e  and the PCP, and ( 3 )  when the redeemed comnodity i s  sold, 
the f u l l  amount o f  the sa le must be considered gain. For the farmer who declares the loan as income uhen 
received, i tem 1 above holds as s tated above, 2 when the comnodity i s  redeemed, no tax l i a b i l i t i e s  are incurred, 
and 3 when the comnodity i s  sold, on ly  the d i f fe rence  between the cash p r i c e  received and the PCP must be declared 
as gain. 
P a r t i c i p a t i o n  i n  the Government Acreage Reduction Program 
Sometimes l i ves tock  producers bel ieve they can not a f f o r d  t o  p a r t i c i p a t e  i n  the government program because 
they need a l l  of t h e i r  crop f o r  feed. This b e l i e f  i s  due t o  a misunderstanding o f  the farm program and the market 
system. The farmer- l ivestock feeder who stays out o f  the government program has higher costs f o r  h i s  homegrown 
feed gra ins because the government i s  not p ick ing up par t  of the product ion costs through def ic iency payments. I n  
1987, the government i s  covering approximately 81.20 per bushel o f  corn product ion costs. Thus, nonpar t ic ipat ion 
r e s u l t s  i n  s i g n i f i c a n t l y  higher corn feed costs, near ly  850 f o r  r a i s i n g  a c a l f  t o  slaughter weight. 
Another misunderstanding i s  the high cost o f  attempting t o  be s e l f - s u f f i c i e n t  by nonpar t ic ipat ion i n  the ARP. 
A fear  o f  a poor crop r e s u l t i n g  i n  an i n s u f f i c i e n t  supply o f  feed i s  another deterrent  t o  par t i c ipa t ion .  The 
current  farm program allows a feeder t o  buy corn and mi10 a t  pr ices below the cost o f  production. Thus, i t  may be 
cheaper t o  buy feed, even i n  a short crop year, than t o  produce i t  without p a r t i c i p a t i o n  i n  the government 
program. If a p a r t i c u l a r  farmer has a poor crop, such as ha i led  out, he can buy corn i n  the market cheaper than 
he can r a i s e  i t  without government help. 
I n  the case o f  a general short supply, the  market p r i c e  could r i s e  above the average cost o f  production. I f  
one i s  i n  the area where product ion i s  scarce, the cost per u n i t  of product ion w i l l  a lso r i se ,  most L ike ly  fas te r  
than the market pr ice, so nonpar t ic ipat ion i s  not an advantage i n  that  s i tua t ion .  I f  one i s  i n  an area where 
product ion i s  near normal, there should be no shortage fo r  a p a r t i c u l a r  farmer whether i n  o r  out o f  the program. 
Glossary 
&. Acreage Production Program. The current name f o r  the government program used t o  reduce acreages i n  
production. 
E. A g r i c u l t u r a l  S t a b i l i z a t i o n  and Conservation Service. 
Cash Redemption Price. The p r i c e  a t  which a CCC Loan can be redeemed wi th  cash. This w i l l  include accrued -
interes t .  
Generic C e r t i f i c a t e .  Comnonly c a l l e d  PIK c e r t i f i c a t e s .  These are negotiable instruments used by the ASCS t o  make 
p a r t i a l  payments t o  farmers who p a r t i c i p a t e  i n  the g o v e r w n t  farm programs. They are a lso used as payment 
t o  exporters t o  encourage exports o f  farm comnodities. 
CCC. Comnodity Credi t  Corporation. This i s  the organizat ion tha t  makes nonrecourse Loans t o  farmers who -
p a r t i c i p a t e  i n  the farm programs. 
CRP. Conservation Reserve Program. The current Long-term program t o  take marginal and h i g h l y  erodib le  Land out -
of production. 
Deficiency Pawnent. The d i f fe rence  between the target  p r i c e  and the higher of e i t h e r  the Loan r a t e  o r  the average 
market p r i ce .  
F l a t  Cash Price. The cash p r i c e  quoted by the loca l  cash market. ---
I R S .  In te rna l  Revenue Service. -
PCP. Posted County Price. This i s  the p r i c e  a t  which a comnodity under Loan can be redeemed wi th  c e r t i f i c a t e s .  -
No in te res t  i s  charged when t h i s  i s  used. 
PIK and Hold. The process o f  using generic c e r t i f i c a t e s  t o  redeem a comnodity used as secur i t y  f o r  a nonrecourse ---
loan wi th  the CCC and hold ing i t  fo r  an increase i n  the Local f l a t  cash p r i c e  o r  ho ld ing i t  f o r  t o  be fed. 
PIK and Ro l l .  The process o f  using generic c e r t i f i c a t e s  t o  redeem a comnodity used as secur i t y  f o r  a nonrecourse 
Loan w i th  the CCC and s e l l i n g  i t  imnediately i n  the cash market. Typ ica l l y  the  person doing t h i s  t r i e s  t o  
maximize the d i f fe rence  between the PCP and the Local f l a t  cash pr ice.  
Spot Price. The p r i c e  a c t u a l l y  received i n  the cash market when a product i s  de l ivered and sold. 
Target Price. The governmentls est imat ion o f  a f a i r  p r i c e  which w i l l  cover a l l  economic costs o f  production. 
USDA. Uni ted States Department o f  Agriculture. -
